Chapter VI
ALLOCATION OF LIABILITIES

HPHERE are only two classes of liabilities which require
-L  consideration:
(i) The National Debt.
(ii) Pensions.

The allocation to be made is between federal and central
not between federal and provincial So far as the Pro-
vinces are concerned, they already bear their share of the
liabilities on account of the National Debt and Pensions
respectively.

The National Debt.

The total interest-bearing public debt of India of all
kinds outstanding on 31st March 1931 was about Rs. 1,173
crores. The recommendation made at the first sessioa of
the Round Table Conference was that 'the public debt
of India on the date of the inauguration of the Federal
Constitution should be a central subject'. The States
were naturally unwilling to assume responsibility for
debt raised prior to their association with British India
and hence the allocation suggested above. When the
matter was further considered, it was found that if such a
suggestion was adopted, the pre-federation debt should
be served only by income-tax collections, as there would
be no other main head of central income, under the
classification of subjects and the allocation of resources as
agreed to. This would contravene the provisions of sec-
tion 20 of the Government of India Act and also of East
India Loan Acts under which the debt charges are secured
on the whole revenues of British India, including those
proposed to be classed as federal.

During the discussion of the subject at the meetings of